Organizational Entrepreneurship and its Impact on the Performance of Governmental Organizations in the City of Mashhad  by Moghaddam, Javad Yazdi et al.
 Procedia - Social and Behavioral Sciences  169 ( 2015 )  75 – 87 
Available online at www.sciencedirect.com
ScienceDirect
1877-0428 © 2015 Published by Elsevier Ltd. This is an open access article under the CC BY-NC-ND license 
(http://creativecommons.org/licenses/by-nc-nd/4.0/).
Peer-review under responsibility of Center for Innovation, Entrepreneurship, and Leadership (CIEL), School of Business and 
Managements (SBM), Institut Teknologi Bandung (ITB).
doi: 10.1016/j.sbspro.2015.01.288 
The 6th Indonesia International Conference on Innovation, Entrepreneurship and Small Business, 
12 – 14 August 2014 
Organizational Entrepreneurship and Its Impact on the Performance 
of Governmental Organizations in the City of Mashhad 
Javad Yazdi Moghaddama*, Alireza Khorakianb, Yaghoob Maharatic 
a Faculty of Economics and Administrative Sciences  International campus of  Ferdowsi University of Mashhad, Iran. 
bc Faculty of Economics and Administrative Sciences Ferdowsi University of Mashhad, Iran.  
Abstract 
A new wave of change in societies, new technology and innovation has resulted in corporate responsibility, survival, value and 
performance to comply with the new requirements. To fulfil their missions and goals, organizations need to be innovative, 
proactive and in other words practice organizational entrepreneurship. Also it can be said that increasing new competitors, a 
sense of distrust in traditional management practices in organizations, leaving experts and qualified people pursuing their career 
as individual entrepreneurs can stimulate organization entrepreneurship. Entrepreneurship can occur in products and services, or 
processes. Hence organizations in order to take appropriate action to overcome environmental challenges need entrepreneurs and 
entrepreneurship. Since the units in the government sector are bureaucratic and conservative they cannot be considered as 
entrepreneurial. Although the governmental sector has no disagreement with the entrepreneurial type structures, in practice, the 
dominant culture, bureaucracy and traditional activities prevent organizational entrepreneurship. The present study is an attempt 
to present the conceptual model of entrepreneurship and its role in enhancing the performance of governmental Organizations in 
the city of Mashhad. The correlation between two variables of entrepreneurial behavior and entrepreneurial management and its 
impact on the performance of government organizations in Mashhad was also studied with the emphasis on the importance of 
organizational entrepreneurship in these organizations. The study was conducted on 70 government organizations in Mashhad. 
For analysis and the statistical tests for the study of relationships between variables, the SPSS and Smart PLS software were 
used. The main results of this study indicate that there is not entrepreneurial orientation and entrepreneurial Management in 
government organizations in Mashhad; hence, in these organizations, there is no organizational entrepreneurship. 
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1. Introduction 
1.1. Problem Statement 
Traditional methods are not able to fulfill the complex and evolving requirements of twenty-first century and 
such change of attitudes toward government administration is rooted in the government's inefficiency in performing 
its duties. This has assigned new roles to the public affairs managers. Weak developments and mobility of 
organizations have urged the need for a change in the public sector. Inefficiency of government bureaucracy and a 
change in the attitude of people and governments about the nature of government have urged governments to seek 
collaborative management, downsizing government, reengineering, continuous improvement, increasing quality 
standards for services empowering employees, changing the attitude of people from citizens to customer, customer 
orientation and tendency toward entrepreneurship and privatization.   
The fact that government units are bureaucratic and conservative has restrained the entrepreneurial power and 
weakened the performance of this sector. Although there is not any discrepancy between public sector and 
entrepreneurship, the type of structures, the dominant culture, bureaucracy and traditional activities hinder the 
entrepreneurship in government and public agencies (Sadler, 2000). Entrepreneurship in the public sector is not 
necessarily aimed at financial benefits as it may pursue non-fiscal goals too. Entrepreneurship in governmental 
organizations and public sector is more than just profit-making. 
Environmental organizations are currently engaged in a competitive activity that is characterized by dramatic 
changes. The rate of such change is slower in complex organizations. With their emphasis on stability, traditional 
organizations can no longer meet the increasing needs of today's business world. Thus, the future belongs to the 
organizations that can swiftly respond to environmental changes and have the essential flexibility in implementation 
of changes. Innovation and continuous improvement have been institutional in such organizations and they regard 
organizational learning capability as a principle. Such developments in organizations can be implemented within the 
framework of organizational entrepreneurship. More importantly, entrepreneurial management and optimal 
utilization of resources in entrepreneurial organizations direct the attempts of employees toward product innovation, 
services, organizational development and improved processes required to reach higher performance. Innovation and 
organizational performance are key outputs of entrepreneurial organizations and the most important element of 
success in competition.  
This paper studies the impact of organizational entrepreneurship on government organizations and agencies, the 
factors influencing it and the correlation between variables in entrepreneurial orientation and entrepreneurial 
management, which reflects organizational entrepreneurship. Organizations cannot be entrepreneurial by simply 
adopting entrepreneurial orientations. To achieve organizational entrepreneurship and ultimately transforming into 
an entrepreneurial organization, entrepreneurial management should be adopted thoroughly with all its dimensions. 
Further, the continuity and persistence of entrepreneurial orientations and management is important because 
innovation, proactiveness and risk-taking should be part of an organization’s characteristics to enhance 
organizational performance with the help of entrepreneurial management. Consequently, by adopting 
entrepreneurial strategies and positive financial and non-financial performance, governmental organizations should 
be able to establish a sustainable competitive advantage for their organization against internal and external changes 
in a highly competitive and turbulent environment. On the other hand, government agencies do not have financing 
problems due to the availability of funds and appropriate, and thus timely allocation of these funds and their proper 
application with the aim of realizing optimal performance and creating value for organization and customer is of 
paramount importance. 
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2. Research Objective 
This study has two main objective, which are: Investigating the relationship between entrepreneurial orientation 
and performance of government organizations in the city of Mashhad and investigating the relationship between 
entrepreneurial management and performance of government organizations in the city of Mashhad. 
3. Research Objective 
Entrepreneurship has been the subject of growing attention in the 21st century, and it is often seen as a way to 
achieve high levels of organizational performance (Morris et al, 2008). Dess et al (1994) believe that almost all 
organizations, startup companies, corporations and international alliances are trying to take advantage of the 
potential market opportunity through creativity and proactive behavior, something that organizational entrepreneurs 
seek to promulgate and institutionalize. Without having entrepreneurial mindset and behavior, today’s organizations 
will not be able to achieve success. Organizational entrepreneurship refers to an organization’s commitment to 
pursue new opportunities.  Further, the organizations may aim at creating new business, innovation in products, 
services and processes, reconsidering strategies, constructive risk taking and foresight (Antoncic & Hisrich, 2004; 
Brundin, Patzelt & Shepherds, 2008; Jennings, 1994; Miller, 1993).At its best, organizational entrepreneurship is not 
the investment groups or new products; rather it is a holistic view of the organization that encourages creative 
strategic processes within the organization. (Barrett, Ballon & Weinstein, 2000; Antoncic & Hisrich, 2004; 
Jennings, 1994). 
3.1 Entrepreneurial Orientation (EO) 
It is referred to the desire or inclination of an individual or an organization to take advantage of new opportunities 
and undertake the responsibility to create innovative and effective change (Morris & Kuratko, 2002). Such behavior 
or preference is known as EO (Lumpkin & Dess, 1996). The entrepreneurial behavior that is represented within 
organization can be linked to EO. This behavior, however, is different from independent entrepreneurship (Sharma 
& Chrisman, 1999). 
In the definition of entrepreneurial behaviors (Miller, 1983), entrepreneurial organization is the one that engages 
in innovation of market products, undertakes risky business and introduces innovation to get ahead of its rivals. This 
innovation can also be in services and public services. According to Miller’s definition, the various dimensions of 
EO, which are more suited to our analysis in this study, have been identified and used. The dimensions include 
innovation, risk-taking and proactiveness (leadership), which will be explained in details later in this paper. Several 
studies have investigated the relationship between EO and organizational performance. Although some evidences 
suggest that entrepreneurship results in improved performance of the organization (Fox, 2005; Hughes & Morgan, 
2007; Runyan et al, 2008 ), the results of some empirical studies suggest that there is a weak and even negative 
relationship between EO and organizational performance (Matsuno, Mentzer, & Ozsomer, 2002; Morgan Strong, 
2003).  
In this study, the following hypotheses were considered:  
H1. There is a significant positive relationship between entrepreneurial orientation and performance of 
government agencies in the city of Mashhad.  
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3.2 Innovation  
Innovation is defined as spearheading creativity and experimentation through presenting new products and 
services as well as technological leadership through research and development in new processes (Lampking & Dess, 
1996). Innovativeness is an essential component of organizational entrepreneurship (Quinn & Miles, 1999) as it 
represents the organization’s tendency to engage and support new ideas through experimentation and creative 
processes that lead to the development of new products, services, technologies or processes. Innovation involves 
creating new values and satisfying customers (Drucker, 1986). Since innovation has a vital role in the success of 
organizations, researchers attempt to find determinants of innovation and sustainable development in organizations.  
3.3 Proactiveness 
It includes focusing on the future, creating ideas, predicting and preventing problems, effective communication, 
implementing new processes or introducing new products (Morris & Kuratko, 2002). Proactiveness is a kind of 
opportunism and anticipation that is implemented through introducing new products and services before rivals and 
acting based on the future expectations (Moghimi, 2008). Increased understanding of the customers’ needs and 
market’s signals (visible and invisible) are two main advantages of proactiveness. Studies show active organizations 
that are able to respond immediately to environmental signals have superior performance.  
3.4 Risk-Taking 
It is acting by entering uncharted territory, borrowing huge amounts of money and utilizing resources for 
conducting business in an environment replete with ambiguity (Miller & Friesen, 1982). In an entrepreneurial 
organization, strategic commitment to the opportunities and focus on long-term goals should be adjusted through 
appropriate risk management measures. 
By allocating resources in small quantities and at various stages to entrepreneurial activities and new ventures, 
entrepreneurial organizations are able to respond to unforeseen challenges and opportunities with greater flexibility. 
By step-by-step allocation of resources (instead of allocating resources at a time), management can assess the 
potential success of entrepreneurial activities in each phase and, for the purpose of risk distribution, provide 
necessary resources from elsewhere. In an environment characterized by constant change, this approach boosts the 
growth. 
3.5 Entrepreneurial Management  
Hierarchy and bureaucracy in organizations are transforming into a type of flexible and market-based state 
administration. This revolution is not a simple change in management style, but a radical transformation in the role 
of society management and the relationships between government and people. This represents the development of 
management approach in new government organizations as the emergence of a new scientific field in government 
agencies, which is referred to as entrepreneurial management by some scholars. As such, the present study examines 
the dimensions of entrepreneurial management in government organizations.  
3.6 Strategic Orientation 
Strategic orientation is an aspect of organization that explains factors that direct the development of 
organizational strategies. A successful manager keeps an eye for opportunities and as he specifies strategies, he 
should focus his activities on opportunities within organization, trying to widen his resources beyond what he 
possesses. In contrast, there are managers who mainly focus on resources and tend to utilize the available resources. 
Entrepreneurial managers can find opportunities in new reformulation of old ideas and take advantage of them by 
adopting an entrepreneurial. A large number of managers believe that the strategic orientation and strategic 
management facilitate entrepreneurial behavior (Quinn & Sliven, 1991; Murray, 1984).  
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Therefore, in this study, the following hypothesis is proposed; 
H2: there is a significant positive relationship between strategic orientation and performance of government 
organizations in the city of Mashhad city. 
3.7 Organizational Structure  
Mechanical and organic structures are two opposite ends of a spectrum a combination of which can be found in a 
variety of government agencies (Burns & Stalker, 1961). The size of organizations compels managers to create a 
specific structure for the purpose of control. Each structure is suited to achieve specific outcomes are under certain 
circumstances, and the greater is the distance between the top management level and other levels,  the more is the 
chance that the entrepreneurial manager loses its connection with the other levels. This explains why different levels 
of entrepreneurship are not guaranteed in an organization (Morris & Kuratko, 2002). An entrepreneurial 
organization tends to avoid the mechanical structure and establish organic structure because the latter promotes 
innovation and entrepreneurship within organization. 
The characteristics of structural aspects of entrepreneurial organizations include lower formality, loose hierarchy, 
low complexity, low concentration and professionalism. These features indicate that the organizational structure of 
entrepreneurial organizations is organic. Organic entrepreneurial structure is characterized by flexibility and 
transformation, minimum hierarchy and rules with stress on broadening the horizon (Cornwall & Perlman, 1990). 
Hence, the following hypotheses are considered. 
H3: there is a significant positive relationship between management structure and the performance of government 
organizations in city of Mashhad. 
H3a: there is a significant positive relationship between informality and performance of government 
organizations in the city of Mashhad. 
H3b: there is a significant positive relationship between decentralization and performance of government 
organizations, in the city of Mashhad.  
3.8 Reward Philosophy  
Entrepreneurship is characterized by risks and rewards (Morris & Kuratko, 2002). Reward and proper 
compensation of services are the most important factors in organizational entrepreneurship. Traditional rewards 
systems can seldom be effective for entrepreneurs. Although financial rewards are not particularly important to 
entrepreneurs, we need a proper reward mechanism to perpetuate innovation (Ahmedpur Dariani, 2008). One of the 
differences between entrepreneurial organizations and the organizations that are traditionally managed is the matter 
of reward and their philosophy of bonus and reward.  
Entrepreneurial organizations tend to compensate services based on performance and pay more attention to team 
rewarding while organizations with administrative culture mainly focus on maximizing the value and tend to protect 
the status quo in their decisions. A combination of variable compensation and rewards methods based on the results 
of an action has a significant impact on organizational performance compared to the time when there is only one 
way to compensate service (Gomez & Balkin, 1992). 
Accordingly, the following hypothesis is presented:  
H4: there is a significant positive relationship between reward philosophy and performance of the government 
organization in the city of Mashhad. 
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3.9 Entrepreneurial culture 
The culture of an entrepreneurial organization is characterized by flexibility, entrepreneurship, change and 
innovation, risk taking, organizational learning, foresight, teamwork, honesty and mutual trust, delightful 
environment along with excitement and enthusiasm, competitiveness and customer- oriented support (Samadaqaee, 
2003). The culture of cooperation, creativity, independence, responsibility and risk taking are among the features of 
an entrepreneurial culture. The most important and the most practical aspect of the organization structure is 
organization culture. According to the literature, culture will have a positive impact on organizational performance 
(Denison, 1990). As such, the following hypothesis is presented:  
H5: there is a significant positive relationship between entrepreneurial culture and the performance of 
government organizations in the city of Mashhad. 
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4. Methodology (Research Method, Materials and Measurement) 
This research is practical in terms of objective because organizational entrepreneurship is applicable to both 
private and government organizations. As such, the statistical population of this study consisted of all government 
organizations and institutions. Government organizations that still had traditional mentality and structure were 
selected for the analysis section of the study. A total number of 85 organizations were selected. In each organization, 
the senior managers or deputy chiefs were the respondents of the research questions as they were cognizant of the 
plans, organizational structure, decision-making and organizational strategies.  
According to Morgan’s table, the sample size for a population of 85 members is approximately 70 samples. To 
improve the reliability of research results, according to Sanders (2009), a total number of 120 questionnaires (with 
the predicted return rate of 90 percent) were added and finally 120 questionnaires were distributed among 
organizations. Each organization received 1 to 3 questionnaires, and depending on the completion rate, the mean 
number was used as the main sample for the purpose of analysis. Of all questionnaires distributed in each 
organization, 27 were useless and 5 were returned. As a result, 70 questionnaires, which constituted the average 
number of questionnaires distributed in each organization, were analyzed. To test the significance of relationships 
between variables and measurement models, SPSS16 and Smart PLS software were used in the analytical statistics 
of the study. To assess convergent validity, exploratory factor analysis was used. To this end, KMO index and the 
Bartlett test were employed. KMO is in indicator of sampling adequacy. The results of KMO and Bartlett's test, as a 
measure of sampling adequacy, show that the values of both indicators are at a desirable level. The value of KMO 
for all variables is greater than 0.5 and the significance of Bartlett’s test is less than 0.05. When the suitability of 
sample size was confirmed, the homogeneity of items was assessed and the items whose value was less than 0.3 
were excluded from the study. These items have been highlighted in Table 1. 
Table 1. Results of exploratory factor analysis of questionnaire items 
KMO 
measure of 
sampling 
adequacy 
Approximate 
 
 2% 
Degree of 
freedom 
Significance 
of Bartlett’s 
test  
Factor  
 
load 
Items  Dimension Variable  
0.739 
45.312 6 0.000 
0.510 INO1 
Innovation  
Entrepreneurial 
orientation 
0.502 INO2 
0.707 INO3 
0.522 INO4 
16.567 3 0.000 
0.622 PRO1 
Proactiveness 0.658 PRO2 
0.217 PRO3 
98.182 6 0.000 
0.656 RIS1 
Risk taking 0.630 RIS2 0.775 RIS3 
0.526 RIS4 
0.722 78.642 3 0.000 
0.774 STR1 Strategic 
orientation 
Entrepreneurial 
management 
0.723 STR2 
0.765 STR3 
0.611 23.930 6 0.000 
0.587 RAS1 
Formality 
 
Management 
Structure 
0.278 RAS2 
0.638 RAS3 
0.255 RAS4 
 
0.524 
 
15.916 6 0.014 
0.123 TAM1 
Concentration  0.131 
TAM2 
0.665 TAM3 
0.570 TAM4 
0.766 131.089 10 0.000 
0.663 REW1 
- 
 
 
Reward philosophy 
 
 
 
0.544 REW2 
0.667 REW3 
0.628 REW4 
0.528 REW5 
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KMO 
measure of 
sampling 
adequacy 
Approximate 
 
 2% 
Degree of 
freedom 
Significance 
of Bartlett’s 
test  
Factor  
 
load 
Items  Dimension Variable  
 
0.805 
 
125.116 15 0.000 
0.508 CUL1 
 Entrepreneurial culture 
0.522 CUL2 
0.544 CUL3 
0.305 CUL4 
0.699 CUL5 
0.514 CUL6 
0.762 69.542 15 0.000 
0.613 PER1 
- Organizational performance 
0.235 PER2 
0.680 PER3 
0.417 PER4 
0.165 PER5 
0.350 PER6 
INO: innovation; PRO: proactiveness; RIS: risk taking; STR: strategy; RAS: formality; TAM: concentration; REW: reward; CUL: culture; 
PER: performance 
To measure the reliability, the coefficient of reliability was used. The most reliable tool for testing the reliability 
of a questionnaire is Cronbach's alpha coefficient. In the present study, the reliability test was carried out using 
SPSS software. The results have been shown in Table2.        
       Table 2. Reliability of the variables 
Variable Dimension Items No Cronbach's alpha coefficient for each dimension 
Cronbach's alpha coefficient 
for variables 
Entrepreneurial 
orientation 
Innovation 4 0.677  
0.665 
 
Proactiveness 2 0.608 
Risk taking 4 0.816 
Strategic orientation - 3 - 0.836 
Structure 
management 
Formality 2 0.625 - 
 Concentration 2 0.628 
Reward philosophy - 5 - 0.836 
Organizational 
culture 
- 6 - 0.808 
Organizational 
performance 
- 4 - 0.714 
To explain research data, descriptive statistics was used. This description is aimed at studying the characteristics 
of managers’ community and decision makers within organization, who were the main respondents of the items. 
94.2 percent of respondents were male and 5.8 percent were women. 2.9 percent of respondents aged between 20 
and 30 years, 33.3 % between 30 to 40 years, 42 % between 40 and 50 years and 21.8 % above 50 years. Frequency 
chart related to age of respondents is presented below. 18.8 % of respondents had 1 to 10 years of service, 27.6 % 
between 10 and 20 years and 53.6 percent above 20 years of service. 2.9 percent of the respondents were high 
school graduates, 4.4 percent had an associate degree, 46.3 had a graduate degree, 39.2 percent had a postgraduate 
degree and 2.7 percent had a doctoral degree. 
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To test the normality of the variables, the Kolmogorov-Sminov test was used, and the results are presented in 
Table 3. As it can be seen, given the significance level of the test that is higher than 0.05, the data normality 
assumption is confirmed. 
                Table 3. The results of normality test based on Kolmogorov-Smirnov test. 
Variable Significance level 
Entrepreneurial orientation 0.980 
Strategy  0.232 
Formality  0.111 
Concentration 0.255 
Reward Philosophy 0.468 
Entrepreneurial culture 0.084 
Organizational performance 0.219 
4.1 PLS method 
Construct reliability is designed to examine the internal consistency of indices that measure a concept. In other 
words, construct reliability shows the accuracy with which the observed variables (indicators) measure the latent 
variable. To measure this reliability, composite reliability index was presented in PLS model. The index is 
calculated based on Alpha coefficient. The value of this index must be greater than or equal to 0.6 (Nunnally, 1978). 
Table 4. Composite reliability and Cronbach's alpha for the main research variables 
Entrepreneurial 
orientation 
Strategic 
orientation Formality Concentration 
Reward 
philosophy 
Entrepreneurial 
culture 
Organizational 
performance Variable 
0.665 0.836 0.625 0.628 0.836 0.808 0.714 Cronbach's alpha 
0.816 0.900 0.838 0.792 0.883 0.860 0.824 Composite reliability 
As shown in Table 4, the values of Cronbach's alpha coefficient and composite reliability are all above 0.6. Thus, 
the measuring model has acceptable construct reliability. Convergent validity in the PLS model was analyzed by 
average variance extracted (AVE). This index indicates the variance that a construct (latent variable) acquires from 
its indicators. The values suggested by Fornell and Larcker (1981) for this index should be greater than 0.5 because 
this figure ensures that at least 50 % of the variance of a construct is defined by indicators. The results of convergent 
validity have been presented below.  
 Table 5. Convergent validity of constructs variables 
EO strategic orientation Formality Concentration 
Rewards 
philosophy 
Entrepreneurial 
culture 
Organizational 
performance 
Latent 
variable 
Convergent 
validity 
0.597 0.751 0.722 0.662 0.604 0.513 0.544 
Average 
variance 
extracted 
(AVE) 
 
As shown in Table 5, all AVE values were greater than 0.5, which indicates the acceptable convergent validity of 
the measurement model. The predictive power of the model was analyzed by explained variance (R2) for the 
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dependent variables (Lille & Roald, 2001; Falk & Miller, 1998, Chin, 1998). Falk and Miller (1992) suggested 
values greater than or equal to 0.1 for the explained variance. In the present study, as shown in the Table 6, the 
structural model has sufficient predictive power. In other words, approximately 58 percent of the organizational 
performance variance is explained by the variables entered into the model, which is an acceptable value. 
           Table 6. The explained variance for the dependent variable 
      index 
                            dependent variables R2 
Organizational performance 0.581 
5. Tests of hypotheses 
In investigating the effects of entrepreneurial orientation variable on the performance organization, the path 
coefficient of 0.28 was estimated. According to the probability (p-value) that is greater than significant level of 0.05, 
it can be concluded that path coefficient is significant at error level of 0.05, suggesting that entrepreneurial 
orientation does not have a significant positive effect on performance of organization. 
                     Table 7. Path coefficient between two variables of entrepreneurial orientation and performance 
hypothesis path coefficients P-Value Result 
Effect of EO on performance 0.028 0.05 P Rejected 
 
In investigating the effects of strategic orientation variable on organizational performance, the path coefficient of 
0.343 was estimated. According to the probability (p-value) that is less than significant level of 0.05, it can be 
concluded that path coefficient is significant at error level of 0.05, suggesting that strategic orientation has a 
significant positive effect on performance of an organization. Hence it can be concluded that 34 percent of the 
variation in organizational performance can be explained by the strategic orientation, which is significant. In other 
words, as the coefficient β shows that one unit change in strategic orientation can modify organizational 
performance by as much as 0.343. 
             Table 8. Path coefficient between two variables of strategic orientation and performance 
Hypothesis Path coefficient P-Value Result  
Effect of strategic orientation on performance 0.343 0.05 P confirmed 
 
After investigating the effect of formality variable on organizational performance, path coefficients of -0.110 was 
estimated. According to the probability (p-value), which is less than significant level of 005, it cab concluded that 
the path coefficients is significant but negative at the error level of 0.05. That is, formality has a significant negative 
effect on organizational performance. 
               Table 9. Path coefficient between two variables of formality and performance 
Hypothesis  path coefficient P-Value Result  
Effect of formality on performance -0.110 0.05 P Rejected 
 
In investigating the effect of concentration variable on organizational performance, path coefficients of -0.101 
was estimated. According to the probability (p-value), which is greater than significant level of 0.05, it cab 
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concluded that path coefficient is not significant at the error level of 0.05. That is, concentration does not have a 
significant positive effect on organizational performance. 
              Table 10. Path coefficient between two variables of concentration and performance 
hypothesis path coefficient P-Value Result 
Effect of concentration on performance -0.101 0.05 P Rejected 
In investigating the effect of reward philosophy variable on organizational performance, path coefficient of 0.29 
was estimated. According to the probability (p-value), which is less than the significant level of 0.05, it can be 
concluded that path coefficient is significant at the error level of 0.05. That is, reward philosophy has a significant 
positive effect on organizational performance. Thus, H5 is confirmed.  
It can be concluded that 29 percent of the variation in reward philosophy can be explained by organizational 
performance, which is significant. In other words, coefficient β demonstrates that one unit variation in reward 
philosophy can change organizational performance by as much as 0.29 unit.  
                  Table 11. Path coefficient between two variables of reward philosophy and performance 
Hypothesis  path coefficient P-Value Result  
Effect on reward philosophy on 
performance 
0.29 0.05 P Confirmed 
In investigating the effect of entrepreneurial culture variable on organizational performance, path coefficients of 
0.193 was estimated. According to the probability (p-value), which is greater than the significant level of 0.05, it can 
be concluded that the path coefficient is not significant at the error level of 0.05. That is, entrepreneurial culture does 
not have a significant positive impact on organizational performance.  
      Table 12. Path coefficient between two variables of entrepreneurial culture and organizational performance 
hypothesis path coefficient P-Value Result  
Effect of entrepreneurial culture on performance 0.193 0.05 P Rejected 
6. Conclusion 
Traditionally, the role of government has been restricted to the politics and administration of affairs. That is, 
implementing rules and ensuring that these regulations are enforced appropriately to prepare the ground for the 
development of a stable and progressive society (Moe, 1994).With the advent of the global economy and increased 
awareness of competitiveness, governments are increasingly seeking to perform another function, namely, fostering 
and developing entrepreneurship especially in government organizations, which is a new approach in the 
management of public organizations (Reynolds, 2004). Public sector organizations can create new values for their 
various stakeholders by adopting an entrepreneurial approach. In the present study, after data analysis and 
examination of the results of structural equations modeling, the role of entrepreneurial orientation and its dimensions 
as well as entrepreneurial management, which together constitute organizational entrepreneurship, were studied.  
In this study, the hypothesis concerning the relationship between strategic orientation and its effect on 
organizational performance was confirmed in the organizations studied in Mashhad (0.722). This is consistent with 
the literature and it seems that most studied organizations were not familiar with strategy and its pertinent concepts 
and they tended to devise in- house strategies with single perspective. However, how successful they have been in 
formulation and implementation of strategic plans and change management in their organizations is still 
questionable. The result of this hypothesis is consistent with the research of Morgan and Strong who believe that 
analytical, defensive and prospective aspects have a positive effect on organizational performance (Morgan & 
Strong, 2003). The hypotheses related to the impact of management structure variable on formality and 
concentration was rejected (degree of correlation for formality and concentration was respectively 0.611 and 0.524) 
This indicates that the management structure studied in government organizations of Mashhad lacks a flexible, 
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dynamic and organic structure due to high formality and concentration. Thus, they have failed to achieve 
entrepreneurial behavior and turn into an entrepreneurial organization. This is compatible with the studies of 
German et al (2008) concerning the effect of structure on performance, according to which formal structures can 
positively affect financial performance in relatively stable environments or negatively influence financial 
performance in dynamic environments. Further, it is in line with the studies of Zhang et al (2010) that suggest 
organizational structure can negatively affect organizational performance.  
In this study, the reward philosophy, as one of the dimensions of entrepreneurial management, had a significant 
positive relationship with organizational performance in government agencies of Mashhad (correlation = 0.766). 
This is compatible with another study that considers a combination of variable payments as an incentive for 
improved performance that can have a positive effect on organizational performance (Gomez-Mejia & Balkin, 
1992). Also, it confirms the findings of other researchers that assume a relationship between service compensation, 
reward and organizational performance (Miles & Snow, 1978). Therefore, reward philosophy plays an important 
role in motivation, higher performance and organizational entrepreneurship. Another reason for insignificant 
presence of entrepreneurs in most organizations is that when employees propose new ideas, the reward they receive 
in return for their innovative idea is trivial, while the cost of failure is extremely high. Organizations need to 
consider failure of employees as a learning process and help employees overcome problems and challenges that they 
may encounter (Hwengere, 2003, p.1). The relationship between organizational culture and organizational 
performance was not confirmed (correlation = 0.805) 
As evident in literature, there is a positive relationship between entrepreneurial culture and organizational 
entrepreneurship. The results of this study are not consistent with the findings of earlier research that considered 
culture as a positive factor in organizational performance (Dennison, 1990). It could be due to the lack of 
entrepreneurial culture in government organizations of Mashhad. Therefore, attempts should be made to improve 
organizational entrepreneurship by promoting organizational culture and entrepreneurial culture. It should be noted 
that many of studied organizations were not familiar with the concepts of entrepreneurship and organizational 
entrepreneurship and the dimensions of entrepreneurial behavior was ineffective in these organizations.  Hence, 
organizations need to reinforce entrepreneurial culture so that they can transform into an entrepreneurial enterprise.  
This study examined the effect of organizational entrepreneurship on the performance of government 
organizations. Based on the results of the research and the statistical population under study, the following 
suggestions are proposed: As a moderator variable, environment can be examined in relation to organizational 
entrepreneurship and performance. This environment can include political, social and international factors. 
Researchers can also study entrepreneurial orientation and entrepreneurial management in government organizations 
across the country and the results can help develop the concept of entrepreneurship and its effect on organizational 
performance in Iran. Drawing on the existing entrepreneurial models, researchers can study organizational 
entrepreneurship or examine organizational performance in a specific organization.  
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